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NSAE-00 NSC-05 OMB-01 PM-03 RSC-01 SAM-01 OES-05 
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063601 

R 212156Z NOV 74 
FM AMEMBASSY OTTAWA 
TO SECSTATE WASHDC 5023 

UNCLAS OTTAWA 3787 

POUCHED TO ALL CANADIAN CONSULS FOR INFO 

EO 1 1652 NA 
TAGS ENRG CA 

SUBJ ENERGY: OTTAWA-ALBERTA OIL TAXATION CONTROVERSY 
REF OTTAWA 3764 

1. IN IMMEDIATE REACTION TO MINFIN TURNER'S NOVEMBER 18 
BUDGET PROPOSALS ON RESOURCE TAXATION, PREMIER LOUGHEED 
STATED, ACCORDING TO PRESS REPORTS, THAT ALBERTA NO LONGER 
CONSIDERS ITSELF BOUND BY THE MARCH DOMESTIC OIL-PRICING 
AGREEMENT WHICH IS IN EFFECT UNTIL JULY 1, 1975. HOWEVER, 

LOUGHEED HAS NOW REPORTEDLY SAID THAT ALBERTA WILL CONTINUE 
THE AGREEMENT (WHICH PROVIDES FOR MAINTENANCE OF THE WELL- 
HEAD PRICE AT $6.50 PER BARREL) THROUGH THE WINTER. 

(TENTATIVE ARRANGEMENTS WERE PRIVATELY UNDERWAY IN OTTAWA FOR 
A MEETING OF FIRST MINISTERS IN THE SPRING TO BEGIN WORKING 
OUT AN AGREEMENT ON OIL-PRICING BEYOND NEXT JULY.) 

2. ENERGY MINISTER MACDONALD. ACCORDING TO THE PRESS, HAS 
STATED THAT HE CANNOT GUESS AT LOUGHEED'S INTENTIONS, BUT 
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CONTINUES TO BE IN EFFECT AND THAT THE GOC WILL CONTINUE 
TO KEEP OIL PRICE TO CANADIANS ABOUT $5.00 PER BARREL 
BELOW WORLD PRICES, AT LEASE UNTIL NEXT JULY. IF 
ALBERTA WERE TO RAISE THE PRICE UNILATERALLY, THEN, 
ACCORDING TO MACDONALD, "THAT WOULD BE A PROBLEM. 
OBVIOUSLY, IT WOULD MEAN AN INCREASE IN PERSONAL 
TAXATION, FOR EXAMPLE. IF THE EXPORT CHARGE IS NOT 
AVAILABLE, THEN THE ONLY OTHER BASIS FOR THE FEDERAL 
SUBSIDY WOULD HAVE TO BE FROM THE GENERAL TAX SYSTEM" 
(MONTREAL GAZETTE, NOV. 20). 

3. MACDONALD ALSO SAID THAT HE KNEW OF NO FEDERAL 
LEGISLATION WHICH WOULD PREVENT A PROVINCE FROM OPTING 
OUT OF THE OIL AGREEMENT. HOWEVER, HE ADDED, PROVISIONS 
OF THE PENDING PETROLEUM ADMINISTRATION ACT (SEE 
OTTAWA 3671) WOULD GIVE OTTAWA THE POWER TO SET PRICES 
FOR INTERPROVINCIAL SALE OF CRUDE OIL IF AN AGREEMENT 
CANNOT BE REACHED AMONG THE PROVINCES AND FEDERAL 
GOVERNMENT ON VOLUNTARY BASIS. 

JOHNSON 
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